VII.             GOLD   PRODUCTION   AND   PRICES.            Ill

period the demand for products, owing to the
growth of population and destructive wars, to
some extent overtook the increased supply, again
raising prices and reviving the demand for credit.
The subsequent swing of the pendulum is possibly
to some extent attributable to the great credit
crisis in New York, when the consequent scramble
for gold would naturally tend, at any rate
temporarily, to appreciate its value relative to
other commodities and to cause the general level of
prices to fall.
5.    Much  has been written about the manner in
which   increased  and  decreased   supplies  of gold
operate in effecting  prices.    It may be  noted that
inherent  depreciation   of gold   might theoretically
occur  not only  by  over-production,   but also by
a  reduction    in    the    cost    of  production.    Such
reduction  in  cost  has   in  fact  resulted   from   the
improved    processes  of recent years   which   have
made it possible  to work with profit low-grade ores
in a way formerly impossible.
6.    Apart  from   this   it is   generally   held   that,
cceteris paribus, an increased  output of gold  tends
to stimulate  trade by  enabling  banks  to increase
their reserves and to give their customers increased
credit.    The    relation,    however,    between  cheap
money  and    high   prices   is  less  simple.    Prim A
facie, where the circulating medium (in whatever
form, viz,, whether as currency or credit) is plenti-
ful, its ratio to the amount of commodities will be